
 

 
 

   

   
 

f k n r  Sir or Hedam; 

:.re have cons:dered vour rpplicrtlon for exrmptfon under section 5 9 1 ( c ) ( 4 )  of 
the Internal Ncvenue Coda., - 

The evidence preranted dinclaaer you were Incorporated,   for 
t l ~ e  fa 1 low l nx purposes : 

( a )  I'c insure to t h e  maximum extent posslble LIIR~ the conclptr originally 
presented by  were malnLalnc.1. 

( h )  To t i e ~ k  r more dffcctive volcr in the preiwnt rno future development 
o f  t h e  Csland, r.rt~ile respecting the rigbtr and legl*irrr?ta obfcctivcr of 

 and the present pronr:cv o*.-err' arqocirtlon. 

Ic) To r m i t o r  the present and futurc de*rrl+nt of the ialrnd with 
reference t o  building, rite selection, rnd ronrttuetlon. 

( d l  To monitor t h e  fillocati~n of axpenher fa? the mrintenrn1.e of  t h o  
l eland thnt are clrarftrd  n. 

( c )  To assure that all conutruction be in conformity to the same rtandard, 
whether tne builder be A private iadividual or . 

( f )  To create and maintain a libison mechanism with   
 l ianskemcnt f o r  regular meeeting of la1 benefit to bath groups. 

: T o  0 n ;  r icccssarg artd propel Lor che a c c ~ ~ p l f r h m n t  OF any 
; ) r i r ! , o s c s  q e t  tort!. ,  i!i the statement of principles adopted by the founders 
O: t h i s  a ~ t o c i ~ t ~ o : ! .  

yotlr !-qe,.,.,,;,: v i a c.~,~l. , l  ' s L  cj o f  tio:neowntrr or lot mnero who desire to join. There 
;arc cur1  ,. 1:;  o-xrwrs elfp,lbla for memberrhlp and  actual members. The 
: : , aec tn :~s  nrr! I lr:!itr(.! to merrlbcrs and the minutes of the meetings and ncwrlettsrr 
a r c  orlly available t.o t h p  :nembtrs. Your rctivltler i w l u d e  keeping members 
et)renfit of :!be I ~ a p o t n i n g s  or1 che island nnd providing for a centralised volct 
i n  n i r i r ~ q  complatnta nnd r rsei~lt of     drvlettng 
f rmn chc covenants. 



In addit!on, you plan t o  conduct surveys mnd r tud ie r  t o  d e t e r a i m  the  need f o r  , . 
and type of community center  and bicycle patbr  required f o r  t he  Ir lnad.  You 
have s t a t ed  leaa l  f a r  rnprnditurer  may be requ4rrd i n  the  fu tu re  i f  you decide 
e.o contes t  m u n i l a t e r a l  moxe by the company tha t  v i o l a t o r  the covenants. 

A ia 

Your r ece ip t s  a r e  derived from faembetshfp does and asrerrmentr paid by 
meabdro. Your dieburaenents conai r t  of l r # r l . f e r ~  and o p r r a t i m  expenditures.  

Section 5Ol(c) of the In terna l  Revenue Code of 1954 descr iber  c a r t a t n  orgmni- 
r a t ions  exempt from Federal income tax under r r c t l o n  SOl(a) and readr ,  t n  
P A t t ,  f 0 1 1 ~ 8 t  

(4) Civic leagues o r  organirat ions not or8ania.d t a t  p r o f i t  
but operated exclusively fo r  the promotion of rotirl u r l f a r r ,  
or  local  r ssoc ia t ions  of mployeea of a  designatad porson or 
yereonr (n  a  par t icular  rnunicfprlity,  and the  not e r m i n a r  of 
which are devoted exclurlvely t o  charitmble, educational,  o r  
recrent ional  purnores." 

C - 
Sect ion 1 . 5 0 1 ( ~ ) ( 4 ) -  r of the Income Tax R e ~ u l a t i o n ~  provides, in  pa r t ,  aa 
t o 1  lowcl 

" ( n ) ( Z ) ' i )  A n  organiaation i s  operated exc.urively f o r  the 
promotion of social welfare l f  i t  is p r l m r ~ i l y  engaged i n  
promoting i n  reme way the common good and ~ e n e r a l  wcllfarr of 
t h c  p e n p ! *  of the comunity. An org rn i r r t i on  embracad with- 
i n  t h l s  section 1s one which 1s operated p r l a r r i l y  f o r  the 
pur+asc of hringlng i b o u t  c i v i c  br t te rnant r  and soc ia l  inr- 
provtmcnc s. " 

Retrenue R u i i r . ~  74-99, 197b-1 C.B. 131, provtder tha t  , i n  order t o  q u a l i f y  fo r  
exempt.ion under In terna l  Revenue Coda sect ton 50t(e)(4), a hcwrawners associa- 
t t o n t  mus: serve n "comunity" which ber r r  8 raaaonrble reco~nLxable r e l a t ion  

an a : @ @  ord ina r i ly  idan t i t i ed l  as governntn t r l j  i t  anrat not conduct 
.ac t iv i tLer  d i rec ted  t o  the ex te r io r  rootntenance of pr iva te  rr idances;  and the 
comon areas  o r  l a c i l f t i e s  i t  o m s  and maintatnr mprt be f o r  t he  use and 
enjoyment of the general public. 

Revenue R u l  in8 73-306, 1973-2 C.B.  1 8 ,  holdc tha: nonprofit corporat Lon 
formed t o  promote the  common l n t r r o n t r  of tenants  who rar ided in  an apartment 
complex by r e p r t t s e n t l n ~  i t s  meabero-tenants tn negot i r t ionr  w i t h  the  management 
o f  the  complex in order  t o  recure b e t t e r  maintenance and serv ices  and t o  
secure runnonablc rent..lls i s  not exempt under rec t ion  5Ol(c)(4) of the  
In terna l  Kcvenur Coda. T h i 8  r u l i n l  is based on the  concluston t h a t  ;be 
~ r n a n i s n t  i o n  o p e r a t r d  cssstrt t a l l y  lor  the pr iva te  betiefit of i c r  mambera and 
W A S  not  ~ l r l ; s n r l  l y  cnkogad In s c t l v l t f a r  fo r  the common 80dd and general 
w r l f a r r :  n f  ~ ! i c  ; ) ~ ! o p l e  of C!I* comat~nf t f .  

A 1  tl,ou&h your arganizar. tor1 1 a not operated e x c l u r i v e ~ p  fo r  the pr iva te  h n c f  it  
o f  your menborn and othcr p r o p e r t y  owners of ,  i t  i r  operated 
primrrtly t o r  t h e l r  benefit. Uhilr you do privlde rona benef i t  f o r  the e n t i r e  
comclnl t y t .hosc  crrc n o t  muf t i c i an t  t o  wet the t e q u t r e k n t  t h a t  an organi ta t ion  
be o p a r d t e ~ l  p r i n r n r i l y  f o r  the promotion of r a c i a l  welfare. 



" 

?harefore, r e  consluda that  you do mot qualify for  exuption fra, iedardl - - 
income tax under rectloa 501 (c)(4) of t b r  Code, er ray re l r tad rdbreetionr of * -  

t h e  I n t a n r l  Rrveaua Cad.. 

If  you do net ehoore tdbPsrrua t h i 8  u t t e r  fur&&, you r h a l d  p n p a n  Pador81 ' 
inctmm tax returnr cm Para 1120 for tbe p a r a  indicated and f i l e  t b m  v i t b  
your Kay Dir t r ic t  Dirachor tor axrmpt ozg~ni ra t loa  uctetr .  Based on review of 
the finmci81 i o f o r u t i a a  you fornirhed, &L rpptrro tbrt rrtamr for 1979, 
1980 and 1981 rhould be fi led.  Tbrre trtwmr about4 be f l lrd  r l t b l n  60 day8 
from the data ~f t b i a  l a t t e r  unlarr r rrqoort for  an extenaim of time i a  
granted. 

If you do not rerae wV?h our propoaad btrrmfa8tioo, m rec-ad that you 
rrquert u conferenca w i t  b r m b e t  of t h ~  Ra$ionrl Diteetor of Appaalr S t a f f*  
Yout rrqurst for  a confe~etce  ~hould  laclvde r v t l t t e a  rppral rianod by an 
authorired off icer  ~ i v i t q  t ,a f re t s ,  law, and map s t b r r  partineat Latorut ion 
to support your porit ioa as  axplaiaad in tbr  enclosed Publ lu t ian  892, I f  you 
are t o  be reprea~r tad  *meone rho f r  not m e  of your rtltbertrad off icorr ,  
he/rhe will  nard t o  film Icpover of r t t6tasy or  t a s  infotrutfon aathorlration - 
and be qualifled to  prrcttea before rbe Ia t r rnr l  Revanua d a n i c e  48 provided 
I n  Trearury Department Circo?rt flee 230. The confaranca may ba beld a t  tha 
Re~ional Offlcr or,  i f  you requaat, a t  any murualiy aonven6aar Diatrict  Office. 

If wa do not hear froa you within 30 days, rb i r  l e t t e r  rill b.eoma aur f inal  
dotemlnnt ion. 

Enc lor are: 
Publication 892 




